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part)'. In Italy (see / ' Osservatore Romano of 9th May), 
France, Germany, and Belgium, the advanced church 
party show a delight with the Encyclical which is its 
best interpreter. In the attempts of this party to secure 
the " minimum wage," obligatory insurance for working- 
men, shorter hours, etc., they rightly feel that the august 
Head of the church has come mightily to their aid. Up- 
on principles which he has laid down, the reformers have 
now only to make out their case for state interference 
and positive legislation. The whole system of " volun- 
tarism " must, by the Pope's sanction, yield to a kind of 
progressist policy so far as the facts of place and condi- 
tions warrant. One signal result of the Encyclical is 
thus to intensify a more minute study of the economic 
and industrial conditions among laborers in centers of 
industry. See as an illustration of this tendency the 
very able " Memoire sur L,a Situation de l'Industrie," 
by the business men (l'Assemblee des Patrons Catholiques 
Beiges), published in Brussels, 1894, Rue Treurenberg 16. 



Competition, as a Basis op Economic Theory. 

BY PROFESSOR FREDERICK C; HICKS OF THE STATE UNIVERSITY OF 

MISSOURI. 

Aside from the criticism upon competitive economics 
by those who condemn it because of its evil possibilities, 
the accepted view of the place of competition in econom- 
ic theory is substantially that held by Mill. The ex- 
istence of free competition is the hypothesis upon which 
a theory is constructed, whose conclusions, applied to 
actual conditions, are to be corrected for their probable 
error. But the prevailing tendency to concentration of 
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industries suggests the question .whether economic theory 
has not been based too exclusively upon competition. 
The fundamental economic force is self-interest which 
finds a normal manifestation in the unification of in- 
terests which is the essence of monopoly, as well as in 
the rivalry of interests which is the essence of compe- 
tition. Viewed as a means to the end of industrial ac- 
tivity monopoly should occupy something more than an 
incidental and secondary place in economics. 

Moreover, scarcity, which is the basis of monopoly, 
is an omnipresent factor in business through the tendency 
to limitation in the physical requisites for production. 
Hence economic theory cannot disregard this phenome- 
non, if it would. 

Again, the effect of monopoly, in so far as it succeeds 
in neutralizing competition, is increased prices. But 
this effect is inseparable from that of competition which 
is decrease of prices. For every movement in ex- 
change value is two-fold, a decrease in the price of one 
commodity being inseparable from a rise in the price of 
that given in exchange. 

As a means, then, to an end, as a feature of the pro- 
ductive process, arid in its effect, monopoly is natural to 
industrial activity. If this be true, the theory that rests 
upon competition is incomplete. Competition and com- 
bination, representing equally normal manifestations of 
self-interest, are equally necessary to economic science. 

As applied to existing conditions, the recognition of 
the status of monopoly condemns as futile the attempts 
to destroy it. If its workings involve something of 
evil, the proper remedy lies in the direction of regula- 
tion rather than of extermination. 
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Discussion. 

Professor Lester F. Ward : I shall confine my re- 
marks to the general proposition that economic theory 
is entirely based upon free competition and to the im- 
portant statement of Mr. Hicks that this is only an in- 
cipient stage in every social economy. It is surprising 
that the earlier economists did not perceive this. Much 
is being said of late about biological economics, and I 
have no doubt that that school did suppose they were 
really basing their social economy upon that of nature 
at large. But there is no greater mistake than to sup- 
pose that animals and plants enjoy absolutely free com- 
petition. It is just as true of them as it is of society 
that competition is only a brief, incipient, transition stage, 
that very soon terminates, and is succeeded by something 
that can very properly be called monopoly. The ten- 
dency of every form of life as soon as it acquires 
superior powers is to drive out everything else and to 
gain a complete monoply of the sources of supply that 
surround it. There is nothing better known to biolo- 
gists to-day than that. Now it is supposed that -this pro- 
cess tends towards evolution or improvement. But there 
are many facts that I could easily enumerate which 
show that this is not altogether the case. It is not al- 
ways, nor generally what we regard as the highest or 
best types of animal or vegetable life that acquire this 
monopoly. On the contrary it is such plants as thistles 
and thorns, plants that resist attacks of every kind. 
They are inferior plants. So also it is venomous ser- 
pents and all kinds of vermin, animals with stings and 
spurs and all sorts of weapons of defence. How many 
magnificent products have gone down under this system 
of monopoly we know not. What possible cereals may 
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have tried to gain a foothold and failed, what fruit trees 
may have sprung into existence only to be ruthlessly 
crushed out, will never be known. 

Now the grand distinction which these assumed bio- 
logical economists have overlooked, is that there is in 
society something entirely different from that which 
exists 111 the non-intellectual world, viz., rational fore- 
sight, which is a form of monopoly by which the inferior 
control the superior. When we look at it closely we 
find that government itself consists of nothing else than 
a sort of consensus of opinion, a feeling on the part of 
rational beings, that this thing must not go on, that 
there must be a check put to the natural tendencies that 
are going on in the world. For example, what is crime ? 
No animal commits crime. But animals are doing just 
as men would do if there were no laws. There being 
laws, men do commit crime, that is, they violate those 
laws. 

This then is the thought that was in my mind : That 
when we base economics upon the notion that absolutely 
free competition is the real desideratum, we are ignoring 
the most obvious of all economic or social facts, the fact 
that ever since the dawn of intelligence there has been 
a conviction, increasing in proportion to intelligence, 
that those primary natural functions must be held in 
check, that they must be controlled, that they must be 
regulated. The difference between economics and the 
other sciences is that we are dealing with something 
which is under the control of reason ; we are able to 
establish throughout society an entirely different regime 
from that which ever existed or could exist in the non- 
rational state of nature. 

Professor F. H. Giddings : I think that we must dis- 
sent from the opinion that economic theory has been or 
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is now based upon the assumption of unlimited compe- 
tition. Adam Smith said that employers who compete 
with each other in selling goods instinctively combine 
tacitly or openly to depress wages. The Ricardian 
theory of rent assumes that at certain points competi- 
tion is never perfect. President Walker, in his great 
work- on the " Wages Question," has shown that there 
has never been unlimited competition in the wage 
market. Our President, Professor Clark, has based his 
" Philosophy of Wealth" upon the assumption that com- 
bination has come to play a part as important as that of 
competition in practical economics and in economic 
theory. Moreover, the whole modern economics of 
Jevons, Menger and Wieser assumes that the funda- 
mental basis of economic theory lies back of both com- 
bination and competition and may be studied irrespective 
of any theory of either competition or combination. 

'Professor H. H. Powers : The last speaker has cau- 
tiously objected to the impression left by Professor 
Hicks. Is it not fair in turn to interpret that paper as 
a protest against the impression left by the classical 
school ? It is true that these writers have always quali- 
fied their statements, admitting that perfect competition 
was only a hypothesis.], But the question regarding any 
school is, what are its residual ideas, the ideas which 
it expresses with insistence and effectively lodges in 
human thought. It seems to me that the impression 
left by those writers was precisely that which Professor 
Giddings says we must not charge against them. What 
was the impression which they produced on English 
statesmen during the period of Dark Age legislation 
which has since been discredited ? I trust I shall be 
pardoned a farther question. What was the impression 
produced by our President's address last evening ? In 
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all these cases does not competition stand, not indeed as 
the absolute, but as the central, almost the all-embracing 
fact in economic life ? This conception may or may not 
be correct but Professor Hicks is perfectly just in assum- 
ing that it represents the school against which he pro- 
tests. It is by what we assert, not by what we concede 
that posterity will judge us. Our qualifications will but 
furnish arguments to our apologists. 



The Theory of Public Expenditures. 

BY PROFESSOR HENRY C. ADAMS, PH.D., UNIVERSITY OF MICHIGAN. 

The aim of a discussion of public expenditures is to 
discover the meaning of expenditures for the life of a 
people and in this manner to arrive at the principles 
which control appropriations. The considerations which 
here present themselves are commonly discussed by Eng- 
lish writers upon finance in connection with the limit 
of the right of taxation, but there are certain advant- 
ages in approaching the subject from the point of view 
of expenditure. 

The first question which presents itself pertains to the 
extent to which the experience of the individual in the 
expenditure of his private income may be relied upon to 
determine matters of public expenditures. It is asserted 
by some that the principles controlling private expendi- 
tures do not apply in the case of expenditures by the 
state. This, however, is pressing the matter too far. 
The starting point of the discussion of public expendi- 
tures is the social income of which public income is a 
part, and as the individual is limited in his expenditures 
by the income which he enjoys, so the state is limited 
by the proportion of the social income which, under the 



